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SUB J : PROPOSED ADB LOAN FOR JUTE MILL PROJECT (BURMA) 

REF: MANILA 15805 AND STATE 2656161 

1. SUMMARY: EMBASSY RECOMMENDS FAVORABLE NAC ACTION ON SUBJECT 
PROJECT, BUT CALLS ATTENTION TO RECENT DECLINE IN BURMA'S RAW 
JUTE PRODUCTION. ASSUME ADB APPRAISAL OF PROJECT TAKES INTO 
ACCOUNT REASON FOR THIS DECLINE AND BANK FULLY SATISFIED THAT THE 
PROBLEM HAS BEEN RECTIFIED. JUTE BAGS ESSENTIAL IF BURMA IS TO 
INCREASE RICE PRODUCTION AND EXPORT, AND THIS PROJECT SEEMS TO 
COMPLIMENT OTHER IFI PROGRAMS AIMED AT RAISING BURMA’S RICE OUTPUT. 
END SUMMARY. 

2. BURMA’S RAW JUTE OUTPUT HAS BEEN DECLINING FOR PAST THREE CROP 
YEARS FROM 88,450 TONS IN 1972-73 TO 78,000 TONS IN 1973-74 TO 

39,000 TONS IN 1974-75. THIS DECLINE ATTRIBUTED TO SHORTAGE OF 
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CLAIM SITUATION HAS BEEN RECTIFIED AND HAVE TARGETTED JUTE PRO- 
DUCTION AT 89,000 TONS FOR 1975-76. IF IRRIGATION PUMPS CAN 
OPERATE, JUTE SHOULD HAVE GOOD FUTURE IN BURMA AS IT CONSTITUTES 
SUITABLE PRE-MONSOON CROP IN AREAS WHICH CAN BE SUFFICIENTLY 
IRRIGATED AND THUS REPRESENTS ADDITIONAL SOURCE OF INCOME FOR 
PADDY FARMERS. 

3. EMBASSY NOT CERTAIN WHETHER ADB FULLY COGNIZENT OF THIS PROBLEM 
AND WHETHER ITS APPRAISAL OF PROJECT TAKES INTO ACCOUNT FUTURE 
DIESEL OIL SUPPLY PROBLEMS WHEN PROJECTING JUTE OUTPUT IN BURMA. 
HOWEVER, EVEN LAST YEAR’S LOW OUTPUT WOULD BE SUFFICIENT TO FEED 
BURMA'S EXISTING AND PROPOSED JUTE MILL CAPACITY ASSUMING LITTLE 
OR NO EXPORT OF JUTE. 

4. BURMA'S EXISTING JUTE MILL PRESENTLY OPERATING THREE SHIFTS 
DAILY AND PRODUCTION NEARING FULL CAPACITY AFTER STEEP DECLINE IN 
1974-75 DUE TO LABOR PROBLEMS. LACK OF JUTE BAGS HAS PLACED 
CONSTRAINT ON BURMA'S RICE EXPORTS AND ON GOVERNMENT'S ABILITY TO 
ABSORB PADDY COLLECTIONS. LAST YEAR'S RICE COLLECTIONS, THOUGH 
BELOW TARGETED FIGURE, PUT SEVERE STRAIN ON GUB STORAGE AND TRANS- 
PORT FACILITIES AND PART OF PROBLEM DUE TO SHORTAGE OF BAGS. IF 

ADB AND IBRD FINANCED PROJECT AIMED AT INCREASING PADDY PRODUCTION 
SUCCESSFUL, OTHER PROJECTS AIMED AT IMPROVING INFRASTRUCTURE TO 
ABSORB INCREASED OUTPUT NECESSARY, AND PROPOSED JUTE MILL PROJECT 
REPRESENTS ONE PHASE OF SUCH COMPLIMENTARY MEASURES. 

5. DESPITE DEPARTMENT'S RESERVATIONS ABOUT PROJECT AND FUTURE JUTE 
MARKET (PRESENT UNSETTLED POLITICAL SITUATION IN BANGLADESH COULD 
CONCEIVABLY HAVE ADVERSE INFLUENCE ON THAT COUNTRY'S OUTPUT AT 
LEAST IN SHORT RUN), EMBASSY BELIEVES THIS TO BE VIABLE PROJECT 

FOR BURMA AND RECOMMENDS FAVORABLE NAC ACTION. 

OSBORN 
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